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BUT WHAT’S THE STORY?

March 30, 2002
TOKYO: Mergers and Acquisitions activity…the next great catalyst…the next great story in Japan. M & A activity has taken off and will continue to advance. Having been at the perfect ground floor to forecast Big Bang as the coming financial event of our times to ever-change Japan and Asia (1996), SKWC has since been giving a play-by-play of the sub-themes therein from which to profit. Now, know that M & A will offer those investors geared up for it tremendous returns, while being the essential long term source of constructively capitalistic change that Japan’s balance sheets and way of doing business require.

The effects will range still farther as well, including a source of foreign capital (major players in this game) that bolsters the Yen, both directly and indirectly, as bank balance sheets benefit, while such foreign capital ultimately profits from the weak exchange rate itself.

Once again, key components of the economy, particularly those that are lead indicators, have bottomed and the economy as a whole has been forecast, since early in the year in these pages, as set to trough in the quarter commencing Monday. With that coming bottom, the stock market, that I believe has seen its lows, is set to frighten folks with a decline into a higher low or a false flush-out to a minor break of the previous bottom, however slightly, but just enough to send the last bulls permanently packing. A “false year-end rally” would be the popular conclusion. Studying the 13-year chart, this last comment is based on long, intermediate and short term fractal analyses (for the technicians), the implications of which are wholly supportive of the views expressed here often enough, that the most critical secular low of all-times, certainly in Asia, is being made!

Regardless, the vast majority of desired equities, such as DDOVS, have long since bottomed and the orthodox low in the general market was October 1998 (see previous commentaries). The best evidence is that 1998-99 stock gains never came close to being surrendered. That this would even be so of a portfolio that remained invested in similar valuation themes that were invested in at 12,800 at 19,500 speaks volumes. Down this road more than anyone over these 13 years with respect to the Nikkei, “I told you so” has invariably been found to be the result.  
NEW YORK: The 146 point collapse early in the week could arguably have been the forecasted time cycle low. The economic news was superb and cycle pressure is ordinarily what weighs a market down in the face of excellent news; the completion of negative cycles reflect the market working off already made decisions to sell. At another time, the economic background would have given the Dow a lift-off. Similarly, once we get past this coming week, which SKWC has forecast as the outside period for a market low, the bulls, armed with constructive fundamentals, will resume a nearer-to-intermediate term advantage over the bears. As so often reported, it changes neither the longer-term perspective nor what the preferred strategies ought to be. Remember, with A MASSIVE SECULAR LOW IN THE NIKKEI/DOW RATIO (see previous letters and strategies), THE IMPLIED COURSE OF ACTION IS IN-YOUR-FACE CLEAR.

Readers were repeatedly cautioned that a cycle low that creates a decline that is very sharp and compressed in time may very well relate to a military event so as to obscure investors’ clarity as to what is the dog and what is the tail. While such a particular manifestation of it is not what I had had in mind, a shocking development in the Middle East would perfectly fit the bill as well, for instance. With cycle lows now due, an intermediate-term-rally off of this past week’s low would suggest we were on the money, while a reversal off a collapse to a level below this past week’s low would also suggest we were in-the-money (see last week’s letter and recent commentaries pertaining to strategy). 

Even if the background story here becomes military as forecast, the song remains the same. That is, watch the cycles and the other technical and fundamental indicators we hold dear. Politics and war comprise the tea-leaves used as indicators by those who know nothing of what drives markets. Be wise. Follow the money. A sharp decline at the beginning of the week should be used to close the near term short positions that may remain outstanding. Short-term traders may even wish to use April call options for a whipsaw rally. Such trading is neither advised, nor at all the purpose of, these commentaries but such positions may be useful for those who are adept traders and who have not followed the lead of these letters in being out of New York.

GOLD: If I may be repetitious, the metal is in a new and powerful bull-market that will soar beyond all present expectations. As so often written here, follow the gold stocks (the Philly Index) for true direction and maintain a portfolio of quality, highly leveraged (to the price of gold) junior gold stocks for profit.

The supporting background for gold includes a U.S. Dollar that is overvalued versus the Yen and the Euro.
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